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TO OUR 
STOCKHOLDERS: 


UiVtlANO M»BW utNMRr 

BUSINESS i;»r. .‘JR, 

COftPORMUK FILE 


Atlanta, Georgia 
February 24, 1958 


Nineteen fifty-seven was a good year at Colonial Stores. 

It was a year that saw our sales reach a record high of 
$442,152,337, an increase of 4.5 per cent over 1956, while oper¬ 
ating profit before income taxes amounted to $12,657,285, an in¬ 
crease of 10.1 per cent. Net profit was $6,226,490. 

It was a year in which the number of supermarkets bearing the 
familiar CS Rooster reached 461 in 239 communities in 11 states, 
and in which we strengthened our competitive position in a number 
of areas, thus providing a sound foundation for continued growth. 

Two changes in our directorate and executive family deserve 
mention. In March, 1957, Mr. John F. Watlington, Jr., President 
of the Wachovia Bank & Trust Company, with headquarters in 
Winston-Salem, North Carolina, was elected to our Board of Direc¬ 
tors, succeeding Mr. Robert M. Hanes, former President of the bank. 
Early this year, Mr. T. W. Kehoe, Vice President, retired after 
nineteen years of service to our organization and more than forty 
years in the food chain business. 

Any summary of results achieved during 1957 is incomplete 
without grateful acknowledgment of the loyalty and support of our 
directors, stockholders, suppliers, employees and customers, with¬ 
out which the encouraging progress we made would not have been 
possible. 

Respectfully submitted, 






FINANCIAL HIGHLIGHTS 


Sales. 

Profit 

Before Income Taxes. 

After Income Taxes, Before Special Credit 
After Income Taxes and Special Credit 

Per Dollar Sales. 

Applicable to Common Stock .... 
Per Share—Based on 2,622,850 Shares of 
Common Stock Outstanding December 
28, 1957, applied to both years . . . 

Cash Dividends Paid 

Preferred Stock. 

Common Stock. 

Stock Dividends Paid 

Common Stock. 

Earnings Retained in Business After 
Dividends. 

Current Assets. 

Current Liabilities. 

Working Capital. 

Long-Term Debt Outstanding .... 

Stockholders’ Equity. 

Number of Stores in Operation .... 

Number of Full-Time Employees . . . 

Number of Stockholders. 


■^Approximate market value at date of declaration 
of 2% stock dividend declared in November 1957 
payable in January 1958. 



Fiscal 

Year 

1957 

1956 

$442,152,337 

$423,040,272 

12,657,285 

11,493,217 

5,978,285 

5,625,217 

6,226,490 

5,625,217 

1.411 

1.33 ^ 

6,059,174 

5,449.945 

$2.31 

$2.08 

167,316 

175,272 

2,884,537 

2,749,359 

1,067,500* 

1,406,660 

2,107,137 

1,293,926 

56,358,969 

50,389,390 

23,098,776 

22,094,154 

33,260,193 

28,295,236 

21,050,000 

16,900,000 

38,868,149 

35,476,682 

461 

449 

10,162 

10,353 

7,988 

7,163 


Fifteen-Year Review 

Appears 

on Page 20. 
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THE COLONIAL YEAR 


Sales and Profits Record sales of $442,- 
152,337 reflected an increase over the previous 
year of $19,112,065, or 4.5 per cent. Actual 
tonnage sales increased about one per cent. 

Record operating profit before income taxes 
was $12,657,285, an increase of $1,164,068, 
or 10.1 per cent. 

Provision for State and Federal income 
taxes absorbed nearly 53 per cent of the oper¬ 
ating profit before taxes and amounted to 
$6,679,000 for 1957. 

Net profit for 1957 amounted to $6,226,490 
compared with $5,625,217 for the previous 
year, an increase of $601,273. The 1957 net 
profit includes a special credit of $248,205 
arising from an actuarial adjustment of prior 
years’ retirement plan costs. 

The 1957 net profit on each dollar of sales 
was 1.41^ compared with 1.33^ last year. 


Per Share Earnings and Dividends 

Per share common stock earnings, based on 
2.622,850 shares outstanding at the 1957 year- 
end. were $2.31 compared with $2.08 for 
1956. 

Regular quarterly cash dividends of 50 cents 
and 62 V 2 cents per share on all outstanding 
4 per cent and 5 per cent series preferred stock, 
respectively, and regular quarterly dividends 
of HV 2 cents per share on outstanding com¬ 
mon stock were paid during 1957 as in 1956. 
These cash dividends aggregated $3,051,853 
in 1957 and $2,924,631 in 1956. Cash divi¬ 
dends have been paid each year since the for¬ 
mation of Colonial Stores Incorporated in 
1940. 

In November of both 1957 and 1956 your 
Board of Directors declared 2 per cent com¬ 
mon stock dividends. The 1956 declaration 



Sales rose in 1957 to $442,152, 337, 
an increase of 4.5 per cent over 1956. 


Average annual sales for 1957 were $972,000, 
an increase of $13,000 over 1956. 
































resulted in the issuance in December, 1956, of 
51,152 shares of common stock, which at date 
of declaration had a market value of $1,406,- 
660. The 1957 declaration, which was paid in 
January, 1958, resulted in the issuance of 
52,457 shares valued at $1,067,500. 

Earnings Reinvested - Stockholders' 
Equity After cash and stock dividends 
the 1957 earnings retained in the business 
amounted to $2,107,137, compared with 
$1,293,926 for the previous year. Accumu¬ 
lated earnings retained to the end of 1957 
totaled $25,785,364. 

Stockholders' equity, including capital con¬ 
tributions, amounted to $38,868,149 as against 
$35,476,682 a year earlier. 

Financial Position The Company’s finan¬ 
cial position remains strong. Total assets in¬ 
creased $9,026,089 during the year, aggregat¬ 


ing $84,166,925 at year end. Working capital 
was increased $4,964,957 principally through 
new financing. The ratio of current assets to 
current liabilities was 2.44 to 1 compared with 
2.28 to 1 the previous year. 

The inventory of merchandise and supplies 
at the end of 1957 totaled $36,657,074, rep¬ 
resenting approximately five-and-a-half weeks’ 
supply. 

Financing In May, 1957 the Company com¬ 
pleted the public sale, at par plus accrued in¬ 
terest, of $5,000,000 principal amount 4.90% 
Sinking Fund Debentures due May 1, 1977. 
The City Bank Farmers Trust Company of 
New York is trustee. The Indenture, which 
provides for fixed annual Sinking Fund pay¬ 
ments of $200,000 beginning May 1, 1958, 
to retire 76% of the issue prior to maturity, 
contains dividend and other restrictions similar 
to those imposed by outstanding long-term 
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PER SHARE EARNINGS 

(All years are based on 2,622,850 
shares outstanding at 1957 year end) 

$ 2.50 



Net earnings applicable to Common Stock totaled Per share earnings in 1957 were $2.31, 

$6,059,174 in 1957, compared with $5,449.945 in up 23 cents over the preceding year. 

1956. Cash dividends on Common Stock amounted 
to $2,884,537; in 1956 they totaled $2,749,359. 





































New Store This 22,800 square-foot supermarket was opened late in 1957 in Atlanta’s 
Northeast Plaza Shopping Center. One of 30 new Colonial supermarkets added 
during the year, it is expected to ultimately serve more than 15,000 customers a week. 


loans from an institutional investor. The total 
long-term debt of $21,050,000 at the 1957 
year end carried an average annual interest 
rate of 3.81%. 

Sinking Funds —Preterred Stock Sink¬ 
ing Fund requirements were fully met during 
the year by the retirement of 1,200 shares of 
the 4% Series and 2,078 shares of the 5% 
Series at a total cost of $151,816. In addition, 
anticipating 1958 requirements, the Company 
purchased 957 shares of the 4% Series for 
$38,615. 


Reserve lor Possible Future Federal 
Income Taxes The Company continued 
the conservative policy of charging current in¬ 
come with the full income tax benefit relating 
to the excess of accelerated depreciation allow¬ 
able for tax purposes, as permitted by the 
Internal Revenue Code of 1954, over the nor¬ 


mal straight-line depreciation consistently re¬ 
flected in its financial statements. The amount 
charged against income and credited to this 
reserve for possible future income taxes was 
$480,000 for 1957. The aggregate reserve of 
$1,150,000 at the end of 1957 was equivalent 
to 44f l per share of common stock. 

Plant Development Colonial Stores added 
30 supermarkets during 1957, enlarged or re¬ 
modeled 10 and closed 18 stores as part of its 
continuing program of expansion and replace¬ 
ment of inadequate units. This increased the 
overall area in retail outlets by 400.000 
square feet, to a total of 4.700.000 square feet. 
At year end the Company had 461 super¬ 
markets in operation. 

Because large supermarkets are not the most 
efficient operating units in relatively small com¬ 
munities, Colonial retail outlets have generally 
been smaller than the markets operated by 
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other chains in high-density population cen¬ 
ters. However, the current trend of building 
so-called regional shopping centers in the 
Southeast, following patterns established earlier 
in other sections of the country, has created a 
need for larger stores. The markets opened in 
1957 average over 15,000 square feet in size, 
compared with 8,500 square feet for new stores 
only 5 years ago. A 35,000 square-foot Colonial 
market now under construction will be a fea¬ 
ture of the Cameron Village Shopping Center 
in Raleigh, North Carolina. 

A substantial proportion of Colonial Stores' 
furnishings and fixtures has for many years 


been manufactured by the Company, to its 
own designs and specifications. To improve 
the efficiency of this operation, the Company 
last year acquired a plant at High Point, North 
Carolina. Various scattered manufacturing op¬ 
erations were transferred there during the Fall. 

Arrangements were made during 1957 for 
the leasing of facilities for a larger bakery in 
Cincinnati, Ohio. This bakery is now shipping 
bread and bakery products to Midwestern 
Region stores, including those in Indianapolis 
not previously serviced from Cincinnati. As a 
result, additional space needed for frozen food 
and meat warehousing has become available. 


Colonial Abroad Colonial was one of the key participants last Fall in the “Supermarket USA" 
project at the Zagreb, Yugoslavia, Grand Fair. Here Secretary of Commerce Sinclair Weeks 
demonstrates a shopping cart during a visit. Colonial's president, Joseph Seitz, is at left. 



6 







permitting the deferment of construction of a 
new Cincinnati distribution center for several 
years. 

Plans for the new distribution center for the 
Norfolk, Virginia, Division are being devel¬ 
oped. 

In January, 1958, the Company placed in 
operation its new meat warehouse in Columbia, 
South Carolina. This addition to the existing 
Divisional distribution center provides storage 
facilities for frozen foods as well as meats and 
should result in operating economies and im¬ 
proved service to Colonial units serviced from 
Columbia. 


During the year, the grocery warehouse at 
Thomasville, Georgia, was expanded 50 per 
cent and the Company has recently also let con¬ 
tracts for the enlargement of the grocery ware¬ 
house at Raleigh, North Carolina. 

Net expenditures during the year for new 
fixtures, equipment, leasehold improvements 
and related merchandise inventories in stores 
and distribution centers amounted to $9,228,- 
630, of which $3,925,751 was made available 
by allowances for depreciation. 

The 1958 budget for these purposes, includ¬ 
ing provision for 40 new supermarkets, aggre¬ 
gates $9,673,000. 


Teen Cooks Nancy Carter, CS home economist, guides an in-store 
discussion of marketing. The Teen Cooks program, sponsored jointly 
with Seventeen magazine, attracted 10,000 high school students in 1957. 



Award Winner Store Man¬ 
ager John Coulter, left, of 
Chillicothe, Ohio, receives 
National Association of Food 
Chains award for his civic 
and religious work. Mrs. 
Coulter is with him. 


Gray Ghost Tod Andrews 
starring as Col. John Mosby 
in the Gray Ghost, a TV 
series which began in No¬ 
vember under Colonial spon¬ 
sorship in many Southeastern 
states. 
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Colonial's Management Team 


JOSEPH SEITZ J. W. WOOD C. B. AMANN 

President Sr. Vice Pres . Vice President 


Decentralization of Operations Decen¬ 
tralization of Colonial Stores' operations into 
six Divisions in four Regions, announced in 
December, 1956, became fully effective during 
1957. Results, reflected in increased efficiency, 
have justified management’s expectations. 

Equally significant has been the opportunity 
to observe the performance of Divisional ex¬ 
ecutives who have been required to assume 
broader responsibilities. The manner in which 
they have discharged their duties is completely 
reassuring as management looks ahead to its 
future executive manpower needs. 

Personnel Development At year end. 
Colonial Stores had a total of 10,162 full-time 
employees. Fifty-six of these individuals were 
honored in 1957 for completing 20 years of 
service with the Company, bringing the total 
20-Year Club membership to 497. In addi¬ 
tion, 1,270 employees received awards for five, 
ten or fifteen years of service. 

Colonial’s employee training and develop¬ 
ment program has four specific objectives: 
(1) To seek out qualified employees for for¬ 
mal education in food distribution at the uni¬ 
versity level; (2) To raise the level of perform¬ 
ance of store managers and clerks through 
special conferences and in-store training; (3) 


To recognize and strengthen the management 
abilities of candidates for promotion to key 
positions, and (4) To provide opportunities for 
senior executives to take part in special pro¬ 
grams designed to enhance their value to the 
Company. 

During the year, six scholarships were 
awarded to employees on a competitive basis 
for study courses in food distribution at Mich¬ 
igan State University. The program for store 
managers and clerks, based on a series of in¬ 
structional conferences early in the year, in¬ 
volved nearly 2,000 employees. The manage¬ 
ment development program was advanced by 
making a detailed inventory of the skills of all 
supervisors and department heads and through 
revisions in existing performance rating meth¬ 
ods to obtain a clearer picture of an individual’s 
capacity to assume increased responsibility. 

Two Vice Presidents have completed the ten- 
week “Program for Senior Executives” at the 
School of Industrial Management of the Massa¬ 
chusetts Institute of Technology. Other execu¬ 
tives and management personnel participated 
in courses offered by the American Manage¬ 
ment Association, the Practicing Law Institute 
and organizations of comparable stature. 

During 1957, the American Institute of 
Management completed a detailed manage- 
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A. C. EDENS W. C. MOSELEY W. L. RAMSEY G. W. WATERS J. B. POLLARD M. W. CRISEBAUM 

Vice President Vice President Vice President Vice President Sec. and Treas. Controller 


ment audit of Colonial Stores. The audit report 
cites Colonial as an “excellently-managed" 
company which, in the opinion of the Institute, 
“is prepared for still greater expansion”. 

Group Insurance — Retirement — Profit 
Sharing Programs More than 90% of 
eligible employees enjoyed coverage under the 
Company’s contributory health, accident and 
life insurance program, which also provides 
for major medical expense and dependent cov¬ 
erage. The sum of $778,821, approximately 
one-half the cost of this program, was con¬ 
tributed by the Company during the 1957 plan 
year. Total employee benefits paid by the in¬ 
surance company were $1,413,000. 

Employees who have reached age 30 with 
one year's service in the Company are eligible 
for Colonial’s non-contributory retirement plan. 
As of July 1, 1957, the tenth anniversary of 
the plan, 5,096 Colonials, approximately one- 
half of all full-time employees, were covered 
under this program. During the year 43 em¬ 
ployees retired, bringing to 146 the participants 
receiving regular benefits under the plan. 

Normal cost of the plan for 1957, as deter¬ 
mined actuarially, was $1,030,467. which 
amount was charged to income. An actuarial 
revision of prior years’ costs, after related in¬ 


come tax adjustments, is reflected as a special 
credit of $248,205 in this year's financial state¬ 
ments. Assets held by the Wachovia Bank & 
Trust Company of Winston-Salem, North Caro¬ 
lina, the trustee, as of December 31, 1957, 
totaled $8,231,512 at cost. 

As in prior years, the profit-sharing plan 
provided an effective incentive which supple¬ 
mented the salaries of key employees contrib¬ 
uting to the Company’s profits. The profit-shar¬ 
ing fund for the year 1957 amounted to 
$1,150,612 for distribution among 1,523 man¬ 
agement employees, comprising store depart¬ 
ment managers, superintendents, department 
heads and senior officers. Some 1,200 manage¬ 
ment employees received one-third of their par¬ 
ticipation in common stock of the Company. 

Public —Industry Relations Progress was 
made during 1957 in developing and expand¬ 
ing a formal program designed to get increased 
recognition for Colonial Stores as one of the 
nation’s major food retailers. 

“Actions speak louder than words’’ remains 
the keystone of the Company’s public relations 
policy. At the same time, it is recognized that 
stockholders and employees, as well as man¬ 
agement, have a stake in the maintenance of 
Colonial’s public position and reputation. The 
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Advertising Product advertisements in magazines and newspapers and 
institutional billboard ads, such as these examples, were key elements 
of Colonial's advertising program in 1957. 


new approach to planned public relations — 
identifying Colonial as a leading food chain, 
where and how it operates, its long-range 
growth potentials and its contribution to local 
and regional economies—has resulted in im¬ 
proved editorial recognition for the Company 
within the industry and has been reflected in 
fuller understanding and appreciation of the 
Company by writers, editors and members of 
the investor community. 

As in the past, Colonial during 1957 actively 
supported important projects undertaken by 
national and regional associations in the food 
retailing industry. The Company accepted the 
invitation of the National Association of Food 
Chains and the U. S. Department of Commerce 
to participate in the Government’s International 
Trade Fair program, and assumed the respon¬ 
sibility for coordinating the work of four major 


food chains—Penn Fruit Company, Jewel Tea 
Company, First National Stores and Colonial 
Stores—in staging the “Supermarket USA” ex¬ 
hibit at the Zagreb. Yugoslavia, Grand Fair 
in September. 

The full-scale supermarket, first exhibit of 
its kind behind the Iron Curtain, attracted 
more than 1,000,000 visitors from both Eastern 
and Western Europe. Distinguished guests from 
the U. S. who participated in special “America 
Day” ceremonies during the Fair included Mr. 
Sinclair Weeks, Secretary of Commerce, and 
Mr. Clarence B. Randall, special assistant to 
President Eisenhower. 

More than 600 companies in the food in¬ 
dustry provided equipment and merchandise 
for the supermarket exhibit. 

Advertising and Promotion Advertising 
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Largest in Carollnas This is a model of a 35,000 
square-foot supermarket Colonial will open this year in 
the Cameron Village Shopping Center in Raleigh, N. C. 

and special promotions of many types are 
recognized as essential to continuation of Colo¬ 
nial Stores' growth in the face of increasingly 
intensive competition for the consumer food 
dollar. 

The Company continued its progressive, 
market-by-market advertising of food products 
during 1957. During a portion of the year this 
product advertising was supplemented, largely 
on billboards in selected areas, by an institu¬ 
tional campaign identifying the traditional CS 
symbol with such customer benefits as “Cus¬ 
tomer Satisfaction”, “Courteous Service” and 
related expressions of the Colonial service con¬ 
cept. 

Radio and television advertising were utilized 
effectively on both a local and regional net¬ 
work basis. Seventy-three radio and thirty- 
three television stations in Colonial’s territory 


“Super-Ten” During the year. Colonial is¬ 
sued its new “ Super-Ten" trading stamp 
which is equivalent to 10 conventional stamps. 

were used to carry distinctive selling and in¬ 
stitutional messages. 

A decline in enthusiasm for trading stamps 
as a promotional device was reported during the 
year by some supermarket operators. Colonial’s 
Sav-A-Stamp plan, used in the Southeast and 
in Indianapolis, with its distinctive appeal to 
shoppers who may also wish to buy premium 
items at a discount, continues to prove popular 
and profitable. The Company’s stores in the 
Cincinnati, Dayton and Columbus areas of 
Ohio, as well as in the Richmond, Virginia, 
area, use S & H Green Stamps. Management 
attitudes toward this type of promotion will 
continue to be influenced by customer reac¬ 
tions to such plans and by their contribution 
toward overall profits. 

The Company was honored during the year 
by receipt of the “Socrates Award” for distin- 
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Equipment Research This device, which 
wraps meat in a continuous, semi-automatic 
process that also involves weighing, pricing 
and labeling, is under study by the Company. 



New Meat Warehouse Finishing touches are placed 
on cooling room at a new meat and frozen food warehouse 
in Columbia. S. C., which was placed in operation in 
January, 1958. 



guished retail food advertising, made annually 
by Food Ad-Views , a national food industry 
magazine. 

School and Community Programs 

The importance of developing special programs 
to attract the interest and support of present 
and potential customers has long been recog¬ 
nized by Colonial. This activity, under the 
direction of Colonial’s department of home eco¬ 
nomics, was expanded in 1957. 

In the “youth relations” field, a program to 
assist in teaching high school students the 
fundamentals of nutrition and the art of mar¬ 
keting was sponsored throughout Colonial ter¬ 
ritory in cooperation with home economics 


teachers and Seventeen magazine. Approxi¬ 
mately 10,000 students and 172 teachers par¬ 
ticipated. 

Offered the preceding year on a pilot basis, 
the 1957 “Teen Cooks” program involved 
more than 400 tours of Colonial supermarkets, 
lectures by store personnel on shopping for 
various foods and the distribution of attractive 
posters on nutrition, recipe folders, and other 
instructional aids. 

The “community relations” program, de¬ 
signed to create and hold customers for Co¬ 
lonial in newly-entered or highly-competitive 
areas, involved a series of informal educational 
meetings with women’s groups in a number of 
cities, with promising results. 
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Colonial Brands Here tire some of the 132 quality 
products, ranging from orange juice to detergent, which 
the Company sells under its own labels to supplement a 
wide selection of national brands. 



Trends in Food Retailing The most 
characteristic trend in the food retailing indus¬ 
try has been growth. The industry has demon¬ 
strated repeatedly during the past four decades 
that it is one of the soundest growth industries 
in the American economy. This capacity for 
growth has been demonstrated not only by 
dramatic increases in the average size of retail 
units, but by the imagination and boldness with 
which new concepts of retail service have been 
made available to shoppers. Colonial partici¬ 
pated in this growth during 1957 and should 
continue to share in the expansion of food re¬ 
tailing in its territory in the future. 

One of the significant growth features in re¬ 
cent years has been the trend toward merchan¬ 


dising of so-called non-food items. While Colo¬ 
nial is, and intends to remain, primarily a food 
chain, the Company has demonstrated its ver¬ 
satility in this field and its capacity to meet 
consumer demand for such merchandise. The 
larger supermarkets being constructed today 
obviously present greater opportunities for ex¬ 
panding both food and non-food lines. Studies 
now in progress should reveal more precisely 
which non-food items can be handled most 
effectively by supermarkets in terms of space 
requirements and profit potential. 

The Company’s rate of growth naturally will 
be determined by general economic trends and 
by trends within the industry itself. Highly-com- 
petitive conditions continuing within the food 
distribution industry will require financial 
soundness, operating efficiency, the ability of 
employees to adapt themselves to changing 
times and accurate knowledge of consumer 
needs. In all categories, Colonial Stores com¬ 
pares favorably with other supermarket oper¬ 
ators with whom the Company competes for a 
share of the consumer dollar. Its orderly growth 
and expansion during the past 15 years provide 
a sound base for continuing progress. 

The most urgent demand upon every food 
retailer, including Colonial Stores, is to im¬ 
prove operating efficiency and productivity. 
The continuing increases in the cost of man¬ 
power and materials place a high premium on 
the most effective use of new methods and 
techniques in every area of operations. 

The progress made by Colonial Stores dur¬ 
ing 1957 is the best evidence that this important 
challenge can be met—to the benefit of stock¬ 
holders, employees and customers — in 1958 
and in the years ahead. 
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THE 

COLONIAL 

STORES 

SALES 

DOLLAR 



HOW 
IT WAS 
USED 
IN 
1957 


84.3C 

11.00 

2.10 

1.20 

.70 

.70 


Cost of Merchandise Sold, Including Distribution Costs , Except Wages 

Wages and Other Employee Benefits 

Income Taxes, Local Taxes, and Licenses 

Wear and Tear on Equipment 

Reinvested in the Business 

Cash Dividends to Stockholders 


TRANSFER AGENTS REGISTRARS 

Bankers Trust Company, New York, N. Y. Chemical Corn Exchange Bank, New York, N. Y. 

Wachovia Bank & Trust Company, Raleigh, N. C. First-Citizens Bank & Trust Company, Raleigh, N. C. 


Peat, Maewick, Mitchell & Go. 

ACCOUNTANTS AND AUDITORS 
FULTON NATIONAL BANK BUILDING 
ATLANTA 3, GEORGIA 


ACCOUNTANTS’ 

REPORT 


The Stockholders and the Board of Directors 
Colonial Stores Incorporated: 

We have examined the statement of financial position of Colonial Stores Incorporated 
as of December 28, 1957 and the related statements of profit and loss, capital in excess 
of par value of capital stock, and earnings retained and invested in the business, for the 
year then ended. Our examination was made in accordance with generally accepted audit¬ 
ing standards, and accordingly included such tests of the accounting records and such 
other auditing procedures as we considered necessary in the circumstances. 

In our opinion, the accompanying statement of financial position, statement of profit 
and loss, and other related statements above described, present fairly the financial position 
of Colonial Stores Incorporated at December 28, 1957 and the results of its operations 
for the year then ended, in conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 
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Atlanta, Georgia 

February 12, 1958 









STATEMENT OF PROFIT AND LOSS 

Year ended December 28, 1957 
(with comparative figures for year ended December 29 , 1956) 



Net sales. 

Cost of sales, including certain occupancy and 
buying expenses. 

Selling, general and administrative expenses, 
exclusive of certain occupancy and buying 
expenses . 

Allowances for depreciation of property and 
equipment. 


Operating profit. 

Other income (gain on disposal of equipment, 
interest, and sundry receipts) .... 

Income deductions: 

Interest on long-term debt (including amor¬ 
tization of debt expenses) .... 
Other interest. 


Profit before income taxes . 

Provision for income taxes: 

Federal (including possible future taxes, 
$480,000 and $370,000 in respective years 

—note 2). 

State . 


Net profit before special credit . 

Special credit (note 6): 

Adjustment of retirement plan liabilities, 
less related income tax adjustments 
($702,588). 

Net profit and special credit 


Year Ended 

December 28, December 29, 
1957 

$442,152,337 


358,184,797 


66,984,635 

3,925,751 

429.095,183 

13,057,154 

368,143 

13,425,297 

765,109 

2,903 

768,012 

12,657,285 


6,338,000 

341,000 

6,679,000 

5,978,285 


248,205 
$ 6,226,490 


1956 

$423,040,272 

344,405,589 


63,306,852 

_ 3,465,128 

411,177,569 

11,862,703 

270,589 

12,133.292 

624,694 

15,381 

640,075 

11,493,217 


5,418,000 
450.000 
5 , 868.000 
5,625,217 


$ 5,625,217 


See accompanying notes 1 to 7, inclusive. 






































STATEMENT OF FINANCIAL 


assets 



December 28, 

December 29, 

Current assets: 

1957 

1956 

Cash. 

Cost of properties under construction (to be sold under lease- 

$14,583,438 

$13,151,086 

back arrangements). 

Receivables, less allowances for doubtful items ($19,533 and 

1,513,001 

987,367 

$49,303 at respective dates). 

Inventories of merchandise, stated substantially at the lower of 

1,981,280 

1,751,385 

cost (first-in, first-out) or replacement market. 

35,277,127 

32,051,405 

Inventories of supplies, at cost. 

1,379,947 

1,337,976 

Prepaid and deferred expenses. 

1,624,176 

1,110,171 

Total current assets. 

56,358.969 

50,389,390 

Sinking funds for retirement of cumulative preferred stock (note 1) 

Investments: 

38,886 

5,709 

Investment in affiliated company, at cost. 

127,599 

127,599 

Other. 

33,100 

53,541 


160,699 

181,140 

Property and equipment, at cost. 

47,951,720 

42,391,365 

Less accumulated allowances for depreciation. 

20,665,524 

18,041,260 


27,286,196 

24,350.105 

Unamortized long-term debt expenses. 

322,175 

214,492 


$84,166,925 

$75,140,836 


See accompanying notes 1 to 7, inclusive. 


16 









































Current liabilities: 

Accounts payable and accrued expenses. 

December 28, 

1957 

$17,203,289 

December 29 , 

1956 

$16,405,349 

Provision for income taxes. 

5,072,487 

5,288,805 

Current instalments of long-term debt. 

823,000 

400,000 

Total current liabilities. 

23,098,776 

22,094,154 

Long-term debt (exclusive of current instalments): 

3%% and 3 3 4% unsecured promissory notes payable 5650,000 
annually 1959 to 1972 and $7,150,000 in 1973 . 

16,250,000 

16,900,000 

4.90% sinking fund debentures, due May 1, 1977; 5200,000 re¬ 
deemable annually 1959 to 1976 through sinking fund . 

4,800,000 

_ 

Provision for possible future Federal income taxes (note 2) . 

21,050,000 

1,150,000 

16.900,000 

670,000 

Stockholders’ equity: 

Cumulative preferred stock of $50 par value per share (note 1): 
Authorized and outstanding: 

4% series: 45,600 and 46,800 shares at respective dates . 

2,280,000 

2,340,000 

5% series: 29,666 and 31,744 shares at respective dates . 

1,483,300 

1,587.200 

Common stock of $2.50 par value per share (notes 3 and 4): 
Authorized, 4,000,000 shares 

Outstanding, 2,623,668 and 2,608,716 shares at respective dates 

6,559,170 

6,521,790 

Capital in excess of par value of capital stock. 

1,714,492 

1.349,465 

Appropriation for 2% common stock dividend declared in 1957 
issuable to common stockholders in 1958 . 

1,067,500 


Earnings retained and invested in the business (exclusive of 
amounts capitalized)—(notes 5 and 7b). 

25,785,364 

23,678,227 

Less common stock held in treasury (818 shares), at cost . 

38,889,826 

21,677 

35,476,682 

Commitments and contingencies (notes 6 and 7). 

38,868,149 

$84,166,925 

35,476,682 

$75,140,836 


See accompanying notes 1 to 7, inclusive. 
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Year Ended 

December 28, December 29, 

1957 1956 

STATEMENT 

Balance at beginning of year. 

$ 1,349,465 

$ 2,712,548 

OF CAPITAL 




IN EXCESS OF 

Add: 



PAR VALUE 

OF CAPITAL 

Net excess of par value over cost of cumulative pre¬ 
ferred stock retired through sinking funds . 

12,084 

320 

STOCK 

Excess of consideration received over par value of 
common stock issued to employees (notes 3 and 4) 

352,943 

554,752 


Excess of market value over par value of common stock 
issued as a dividend. 


1,278,800 



1,714,492 

4,546,420 


Deduct par value of common stock issued in connection 
with 2-for-l split of common stock. 


3,196,955 


Balance at end of year. 

$ 1,714,492 

$ 1,349,465 




STATEMENT 

Balance at beginning of year. 

$23,678,227 

$22,384,301 

OF EARNINGS 

RETAINED 

AND INVESTED 

Net profit (and special credit in 1957) for the year . 

6,226,490 

29,904,717 

5,625,217 

28,009,518 

IN THE 

Deduct: 



BUSINESS 

Cash dividends paid: 




Cumulative preferred stock: 




4% series ($2.00 per share). 

5% series ($2.50 per share). 

91,040 

76,276 

93,924 

81,348 


Common stock ($1.10 and $ 1.07Vi per share in re¬ 
spective years). 

Total cash dividends. 

2,884,537 

3,051,853 

2,749,359 

2,924,631 


Common stock dividends (at the approximate bid price 
of the common stock at dates of declaration): 




Appropriation for 2% stock dividend declared 
in 1957 issuable to common stockholders in 
1958 (52,457 shares at $20.35 per share) . 

1,067,500 



2% stock dividend declared and issued to com¬ 
mon stockholders in 1956 (51,152 shares at 
$27.50 per share). 


1,406,660 


Total dividends. 

4,119,353 

4.331,291 


Balance at end of year. 

See accompanying notes 1 to 7, inclusive. 

$25,785,364 

$23,678,227 

' - 1 
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NOTES TO FINANCIAL STATEMENTS 


(1) PREFERRED STOCK: 

(a) Holders of the preferred stock are entitled to preference in the event of liquidation to the extent of par 
value plus accrued dividends and, if such liquidation (or redemption) be voluntary, maximum premiums of $1.50 
(4 % series) and $2.00 (5% series) per share. 

(b) The company is obligated to set aside sinking funds in specified amounts for the redemption of the 
preferred stock, which may be called for this purpose at par value plus accrued dividends and maximum premi 
urns of $.75 (4% series) and $1.00 (5% series) per share. Maximum payments to the sinking funds required 
during the year 1958 aggregate $112,332 (after deducting 957 shares of 4% series stock acquired in 1957 at 
cost of $38,615 for 1958 sinking fund requirements). 


(2) PROVISION FOR POSSIBLE FUTURE FEDERAL INCOME TAXES: 

As permitted by the Internal Revenue Code of 1954, the company adopted alternative methods of depreciation 
for income tax purposes with respect to new additions to property and equipment during 1954 and subsequent 
years, but has continued to use the straight-line method for general accounting purposes. Provision has been 
made annually, by charges to income and credits to “provision for possible future Federal income taxes.” for 
the estimated additional future taxes which may become payable because of the excess of depreciation currently 
claimed for tax purposes over that charged in the accounts; such provision has been based on 50% (the estimated 
approximate future effective tax rate) of the amount of such excess depreciation. It is intended that appropriate 
portions of this provision ($480,000 in the current year) will be restored to income in years when depreciation 
based on the alternative methods will be less than that computed on the straight-line method. 


(3) PROFIT-SHARING DISTRIBUTIONS IN COMMON STOCK: 

As authorized by the Board of Directors, 12,789 shares of common stock of the company were issued in 
February 1957 to certain employees in partial discharge of the accrual for profit-sharing liability at December 29, 
1956. For this purpose, the shares issued were deemed to have a fair value of $26.50 per share (the approximate 
bid price at the close of business November 30, 1956), an aggregate of $338,909. 


(4) OPTIONS TO PURCHASE COMMON STOCK: 

Pursuant to authorization by the Board of Directors and approval by the stockholders, options were granted 
in 1955 to certain executive employees of the company to purchase an aggregate of 40,800* shares of the author¬ 
ized but unissued common stock of the company at $23.77* per share. Such options became exercisable on 
January 1,1957; they expire on November 8.1965 or at such earlier dates as the optionees cease to be employees 
of the company. The quoted market value of the common stock at the date the options were granted was $25.00* 
per share. After cancellation in 1956 of options relating to 510* shares, there remained outstanding at December 
29. 1956 options relating to 40.290* shares. During the year 1957, options relating to 2,163* shares were exer¬ 
cised, leaving 38,127* shares under option at December 28,1957. 

(♦Adjusted to give effect to common stock split and stock dividend in 1956.) 



Year ended 
December 28, 1957 
(with comparative figures 
for the year ended 
December 29, 1956) 


(5) EARNINGS RETAINED AND INVESTED IN THE BUSINESS: 

The provisions of the unsecured promissory notes and the indenture relating to the sinking fund debentures, 
as well as the terms of issuance of the preferred stock, impose certain limitations on the financial activities of 
the company, including restrictions as to the payment of cash dividends on common stock and the purchase or 
retirement of its capital stock. Under the most restrictive provisions, which are contained in the indenture 
relating to the 4.90% sinking fund debentures, the earnings retained and invested in the business at December 
28, 1957 are restricted to the extent of $19,795,719 as to the payment of cash dividends on common stock. 


(6) EMPLOYEE RETIREMENT PLAN: 

The company has in effect a trusteed retirement plan for employees (including officers). The operating 
expenses for the year 1957 include charges amounting to $1,030,467 representing the total normal required 
contribution to the plan for such year (on the basis of reports of independent actuaries); the amount relates 
solely to current services. Because of experience gains and a change in the assumed interest rate, all liability 
with respect to past services has been funded and, in addition, a credit of $950,793 became available to apply 
against the liability with respect to current services; such amount, after related income tax adjustments, is 
included in the statement of profit and loss as a special credit. 

While the company expects to continue the plan indefinitely, the right to modify, amend or terminate it has 
been reserved. In the event of termination, the entire amount theretofore contributed under the plan must be 
applied to the payment of benefits to participants or their beneficiaries. 


(7) COMMITMENTS AND CONTINGENCIES: 

(a) At December 28, 1957, the company was lessee of warehouse, store and other properties under 598 
leases, of which 407 have terms extending beyond three years from that date. The rentals for the year 1958 
under the 407 leases expiring after 1960 aggregate $4,948,394 plus, in some instances, real estate taxes and other 
expenses, or increased amounts based on percentages of sales; approximately 42% of such aggregate relates to 
leases expiring within ten years and the major portion of the balance to leases expiring in from ten to twenty- 
five years. 

(b) Claims for refunds of Federal taxes on income (principally under relief provisions of the Internal Revenue 
Code) for the years 1940 to 1945, inclusive, were filed by Albers Super Markets, Inc. prior to the combination 
thereof with the company. Pending final settlement, such claims have not been reflected in the financial state¬ 
ments. 
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FIFTEEN-YEAR REVIEW 

1943 - 1957 


OPERATING PROGRESS 




Profits 

Taxes 



Common Stock 




Before Taxes 

On 

Net 

Net 

Per Share 

Cash 

Earnings 

Year 

Sales 

On Income 

Income 

Profits 

Earnings 

Earnings 

Dividends 

Distributed 


* 

* 

* 

* 

* 

t 

* 


1943 

$112,694 

$ 2,635 

$1,769 

$ 866 

$ 679 

$ .26 

$ 266 

39.2% 

1944 

119,326 

3,222 

2,275 

947 

763 

.29 

308 

40.4 

1945 

121,129 

2,346 

1,534 

812 

634 

.24 

373 

58.8 

1946 

157,910 

4,650 

1,901 

2,749 

2,581 

.98 

851 

33.0 

1947 

199,510 

5,622 

2,261 

3,361 

3,195 

1.22 

1,128 

35.3 

1948 

214,902 

5,700 

2,363 

3,337 

3,111 

1.19 

1,465 

47.1 

1949 

215,595 

5,851 

2,339 

3,512 

3,252 

1.24 

1,567 

48.2 

1950 

236,757 

8,071 

3,929 

4,142 

3,885 

1.48 

1,811 

46.6 

1951 

269,578 

7,649 

4,430 

3,219 

2,967 

1.13 

1,725 

58.1 

1952 

288,989 

8,620 

5,265 

3,355 

3,109 

1.19 

1,727 

55.5 

1953 

314,652 

9,949 

6,210 

3,739 

3,496 

1.33 

1,930 

55.2 

1954 

333,255 

9,927 

5,317 

4,610 

4,371 

1.67 

2,012 

46.0 

1955 

380,009 

11,444 

5,985 

5,459 

5,264 

2.01 

2,181 

41.4 

1956 

423,040 

11,493 

5,868 

5,625 

5,450 

2.08 

2,749 

50.4 

1957 

442,152 

12,657 

6,679 

6,226 

6,059 

2.31 

2,885 

47.6 


♦000's omitted. tAll years based on 2,622,850 shares outstanding at 1957 year end. 


GROWTH 


At 

Number of Stores 

A verage 


Property 

Rein¬ 

Stock¬ 


Year 

Self- 


Annual Sales 

Working 

Plant & 

vested 

holders" 

Total 

End 

Service 

Total 

Per Store 

Capital 

Equip. Net 

Earnings 

Equity 

Assets 




* 

* 

* 

* 

* 

* 

1943 

199 

487 

$214 

$ 7,199 

$ 3,537 

$ 2,700 

$ 8,449 

$17,695 

1944 

202 

481 

247 

7,944 

3,136 

3,117 

8,902 

17,767 

1945 

201 

472 

255 

10,218 

3,315 

3,394 

10,330 

19,538 

1946 

209 

457 

340 

11,067 

4,204 

5,123 

12,178 

24,216 

1947 

274 

432 

448 

14,472 

5,698 

7,190 

14,186 

28,899 

1948 

299 

418 

506 

16,577 

7,762 

8,636 

18,601 

32,542 

1949 

332 

430 

508 

16,619 

10,139 

10,322 

20,205 

35,995 

1950 

360 

426 

553 

15,937 

12,449 

12,405 

22,196 

40,748 

1951 

390 

409 

645 

19,922 

14,339 

13,925 

23,655 

47,141 

1952 

400 

407 

708 

19,854 

15,343 

15,307 

24,985 

50,228 

1953 

408 

411 

769 

22,025 

17,386 

16,165 

26,535 

55,989 

1954 

399 

401 

821 

26,088 

17,898 

18,684 

29,176 

58,534 

1955 

432 

432 

911 

28,499 

20,976 

22,384 

32,332 

69,153 

1956 

449 

449 

959 

28,295 

24,350 

23,678 

35,477 

75,141 

1957 

461 

461 

972 

33,260 

27,286 

25,785 

38,868 

84,167 


♦OOO’s omitted. 














REGIONAL* 

AND 

DIVISIONAL 

OFFICES 


EASTERN REGION 
*Norfolk Division 
301-321 Dunmore Street 
P.O. Box 480 
Norfolk, Virginia 


Raleigh Division 
U.S. Highway 1 North 
P.O. Box 1 1 90 
Raleigh, North Carolina 


MIDWESTERN REGION 
* Cincinnati Division 
266 West Mitchell Avenue 
P.O. Box 38 (Winton Place Station) 
Cincinnati 32, Ohio 


CENTRAL REGION 
*Columbia Division 
Shop Road 
P.O. Box 11 1 3 
Columbia, South Carolina 


SOUTHERN REGION 
* Atlanta Division 
2251 North Sylvan Road 
P.O. Box 4358 
Atlanta 2, Georgia 


Columbus Division 
1033 Brentnall Avenue 
P.O. Box 5355 (Shepard Station) 
Columbus 19, Ohio 


ALABAMA — 
12 Stores 
Birmingham (7) 
Dothan 
Eufa ula 
Gadsden (2) 
Roanoke 


FLORIDA — 

3 Stores 
Panama City 
Tallahassee (2) 


GEORGIA — 

123 Stores 
Albany (2) 

Americus 
Ashburn 
Athens (2) 

Atlanta (28) B, CR, M, W 
Augusta (5) 

Austell 

Avondale Estates 

Barnesville 

Brookhaven 

Brunswick 

Cairo 

Calhoun 

Camilla 

Canton 

Carrollton 

Cartersville 

Cedartown 

Chamblee 

Cochran 

College Park 

Columbus (5) 

Conyers 


Cordele 

Thomaston 

Belhaven 

Smithfleld 

Springfield (2) 

TENNESSEE — 

Cornelia 

Thomasville W 

Beaufort 

Southern Pines 

St. Bernard 

5 Stores 

Covington 

Tift on 

Burlington 

Statesville 

Troy 

Chattanooga (5) 

Cuthbert 

Toccoa 

Chapel Hill (2) 

Tarawa Terrace 

Washington Court House 

Dalton 

Tucker 

Charlotte (10) B 

Tarboro 

Wilmington 


Dawson 

Valdosta 

Clinton 

Warrenton 

Xenia 

VIRGINIA — 

Decatur (5) 

Washington 

Concord 

Washington 

Zanesville 

85 Stores 

Douglasville 

Waycross 

Durham (4) 

Weldon 


Dublin 

West Point 

Elizabeth City 

Williamston 


Bayside 

East Point 

Winder 

Fayetteville (4) 

Wilmington (3) 

SOUTH CAROLINA — 

Cape Charles 

Eatonton 


Fort Bragg 

Wilson 

Charlottesville 

Elberton 

INDIANA — 

Gastonia 

Windsor 

40 Stores 

Chase City 

Fitzgerald 

16 Stores 

Goldsboro (2) 

Winston-Salem (4) 

Chincoteague 

Forest Park 

Forsyth 

Indianapolis (14) W 
Speedway 

Whiteland 

Graham 

Greensboro (5) 

Aiken (2) 

Anderson 

Danville (2) 

Eastville 

Fort Valley 
Gainesville 

Greenville (2) 

Hamlet 

OHIO — 

74 Stores 

Barnwell 

Bennettsville 

Emporia 

Exmore 

Griffin (2) 

KENTUCKY — 

Havelock 

Brentwood 

Camden 

Franklin 

Hapeville 

Henderson 

Cheviot 

Cayce 

Gloucester 

Hogansville 

9 Stores 

Hertford 

Chillicothe 

Charleston (3) 

Hampton (5) 

Jackson 

Covington 

High Point (2) 

Cincinnati (16) B. M, W 

Chester 

Highland Springs 

LaGrange 

Erlanger 

Jacksonville 

Columbus (18) M, W 

Clinton 

Lynchburg 

La wrenceville 

Fort Thomas 

Kannapolis 

Dayton (8) 

Columbia (7) M, W 

Newport News (4) 

Lindale 

Latonia 

Kinston (2) 

Deer Park 

Edgefield 

Norfolk (17) B, M, W 

Macon (5) 

Lexington 

Leaksville 

Delaware 

Florence 

Oceana 

Madison 

Louisville 

Lumberton 

Greenhitls 

Georgetown 

Parksley 

Manchester 

Newport (2) 

Mebane 

Hamilton (3) 

Greenville (4) 

Petersburg (2) 

Marietta (2) 

Pleasure Ridge Park 

Morehead City 

Hillsboro 

Greenwood 

Portsmouth (8) 

McDonough 


New Bern (2) 

Kenwood 

Laurens 

Richmond (15) W 

Milledgeville 

MARYLAND — 

Oxford 

Lima (2) 

Marion 

Roanoke(3) 

Moultrie 

2 Stores 

Raleigh (4) M, W 

Mansfield 

Mount Pleasant 

Smithfield 

Montezuma 

Cambridge 

Salisbury 

Red Springs 

Mariemont 

Myrtle Beach 

South Boston 

Newnan 

Reidsville 

Marion 

Newberry 

South Norfolk 

Perry 

Roanoke Rapids 

Middletown (2) 

North Augusta 

Suffolk (2) 

Guitman 

NORTH CAROLINA — 

Rockingham 

Newark 

Orangeburg 

Virginia Beach (2) 

Rockmart 

Rocky Mount (2) 

North College Hill 

Rock Hill 

Warwick (3) 

Rome (2) 

92 Stores 

Salisbury 

Norwood 

Spartanburg (2) 

Waverly 

Savannah (3) 

Asheboro 

Sanford 

Portsmouth 

Summerville 

Waynesboro 

Smyrna 

Asheville (3) 

Shelby 

Reading 

Sumter 

Williamsburg (2) 

Sylvester 

Ahoskie 

Siler City 

Silverton 

Walterboro 

Yorktown 

e Roasting Plant, 

M—Meat, Frozen Food Distribution Center, 

W—Warehouse 


|December 28, 1957 
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